RS

STATISTICS OF INCOME | Division-wide Project
Post-Filing Tax
Adjustments

Derrick Dennis, Jen Ferris, Chloe Gagin, Tuba Ozer-Gurbuz,
Julia Shiller, and Chris Williams

September 6, 2019




@IRS Project Motivation

The Statistics of Income (SOI) produces various products, utilizing originally
filed Forms 1040 and 1120 along with additional forms and schedules.

Brief Overview of Processing Taxpayers’ Data
« Taxpayers submit their tax returns to the IRS.
* The IRS transcribes and edits taxpayers’ information.

» SOl receives the edited IRS data and further transcribes and edits the data.
* Codes are assigned, records are linked, etc.

However, SOI excludes updated taxpayer information from amended returns
as well as from examinations.

Question from previous Consultants’ Panels: How would the inclusion of
amended and examined returns affect SOI's products?




@IRS Research Question

 What is the impact of including amended and examined
returns to SOI's products?

* Project’s Scope

« Two approaches: Individual and Corporate

* Updates to Forms 1040 and 1120 filed in Tax Year
2013

« Aggregate Changes (instead of line item)

« Effect on SOI's Individual and Corporate Samples




@IRS Presentation Outline

 |Individual Post-Filing Adjustments
o Corporate Post-Filing Adjustments
e Overall Conclusions

e Questions and Comments
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@IRS Previous Reports

o Office of Compliance Analytics’ 2012 Report on Amended

Returns
« Analyzed available 1040X data on the Compliance Data Warehouse
for Tax Years 2000 to 2008.

* Relevance: Provided statistics to compare our results with.

e 2014 Statement of Work

* Intended to provide statistics on amended returns, especially in
terms of filing patterns, return characteristics and indicators of non-

compliance.
» Relevance: Provided validation of the appropriate datasets and

variables to use.
S




YIRS Published Statistics

 Publication 6186
* Provided a count of the actual and projected Calendar Year returns for various

forms.
* Relevance: Provided the volume of Form 1040X filed each Calendar Year (but not

the dollar amounts).

« 2014 Data Book
« Annual publication that contained statistical tables and organizational information
on collected revenue, issued refunds, taxpayer assistance, etc.

« Relevance: Provided statistics on examination data.

e Publication 1304 (Individual Income Tax Returns Complete Report)

* Provided statistics on individual income tax returns.
* Relevance: Reported the number of Form 1040 filed for Tax Year 2013.




@IRS Amended Return (Form 1040X)

A form used to correct a previously Filing Date of Form 1040X

filed Form 1040 (or another Form _ 2o
1040X). E 55,329
: 3 2,000
« Can only be filed on paper =
(cannot be filed electronically). 2
=2 1,500
 Filed within 3 years after the date =
that the taxpayer filed the original 5 1,000 06.91%
return OR within 2 years of the z
date that the taxes were paid, % 500 -
whichever is later. = I 4319
» Special considerations are made for ) [ ]
net operating losses, foreign tax <lyear 21year, 22vyears, 23 years
credits, bad debts and other issues. but<2  but <3

years years

Difference from Form 1040 (TY 2013) filing date

8 Sources: https://www.irs.gov/taxtopics/tc308; https://www.irs.gov/publ/irs-prior/i1040x--2014.pdf



https://www.irs.gov/taxtopics/tc308
https://www.irs.gov/pub/irs-prior/i1040x--2014.pdf

YIRS Form 1040x

E 1 040x Department of the Treasury— Internal Revanue Service Form 1040X {Rev. 12-2013) Page 2
£ Amended U.S. Individual Income Tax Return OME No. 1545-0074 [ Part] | Exemptions . . . .
(Rev. Decamber 2013) » Information about Form 1040X and its saparata i is at www.irs. . ﬁ]cmptlete this part onlyéf you are increasing or decreasing the number of exemptions {personal and dependents) claimed on line &d of
This return is for calendaryear [ J2013 [ Jzo1z [ 2011 [ ]2010 @ retum you are amending.
Other year. Enter one: calendar year or fiscal year (month and year ended): K riginal numbar
3al security number af i €. Correct
Your frst name and intial Lest nama Your social security nu See Form 1040 or Form 10404 instructions and Form 1040X instructions. amcid Piporec x| B. et change omber
as praviously or amount
¥ & joint return, spousa’s first name and initial Last name Spouse’s social security number 5 Youwsai and spouss. Caution. 17 s = can cam you & 3 flust
i i dependent, you cannot claim an exemption for yourself oo 23
Home address (number and street). If you have a P.O. box, see instructions. Apt. no_ *¥our phane number 24  Your dependent children who lived with you . . 24
25  Your dependent children who did not live with you due to dlvorcewsepa!at\on 25
Gity, town or post office, state, and ZIP code. If you have a foreign address, also complete spaces below {ses instructions). 26  Other dependents . R T
27 Total number of exemptlons Adcl Imes 23 lhrough 26 Coe e 27
Forsign country nams Foreign province/state/county Forsign postal code 28  Multiply the number of exemptions claimed on line 27 by the exernpllnn
amount shown in the instructions for line 28 for the year you are
Amended return filing status. You must check cne box even if you are not changing your filing status. amending. Enter the result here and on line 4 on page 1 of thisform. . | 28
Caution. In general, you cannot change your filing status from joint to separate refums after the due dafe. 29  List ALL dependents (children and others) claimed on this amended retum. If more than 4 dependents, see instructions.
[ single [ Married filing jointly O Married filing separataly . . {d) Check box if qualifying
{b) Dependent’s social {c) Dependent's
[ Qualifying widow(er) [7] Head of housshold (If the qualifying person is a child but not your dependent, see instructions.} (a} First name Last name security number relationship to you | <9 for"c‘;ﬂndmt:xm:sr?dn (s22
: A, Original t| B. Net change—
Use Part lll on the back to explain any changes - Original amount| B Netchange—.| ¢ comect =
i or (decrease) — amount =
Income and Deductions {see instructions) | explain in Part il =
1 Adjusted gross income. If net operating loss (NOL) carryback is —
included, check here . B Sl - - - - =
2 Itemized deductions or standard deduction . S 2 [l Presidential Election Campaign Fund
3 Subtract line 2 from line 1 3 Checking below will not increase your tax or reduce your refund.
) o ] <Check hare if you did not previously want $3 to go to the fund, but now do.
4 B A Part I on page 2 and ontar the ] Check here if this is a joint return and your spouse did not previously want $3 to go to the fund, but now does.
amount “0'“ line 28 . - 4 of In the space provided below, tell us why you are filing Form 1040X.
5 Taxable income. Subtract Ilne 4"0”" I\ne 3 . » Attach any supporting documents and new or changed forms and schedules.
Tax Liability
6 Tax. Enter method used to figure tax (see instructions):
6
7 Credits. If general business credit carryback is included, check
here.. oo eO| T
8  Subtract line 7 fmm line 6. If the resull is zero or Ie&l; enter -0- 8
9  Other taxes - - ]
10 Total tax. Add lines B and9 . 10
Payments
11 Federal income tax withheld and excess social security and tier 1 RRTA
tax withheld (if changing, sse instructions) . . 11
12  Estimated tax payments mcludmg amount appl\ed fmm prior year's
retum . . 12
13 Eamed income credlt (EIC) [ . 13
14  Refundable credits from Scheduls(s) I:IBB12 or D M or Fon-n(s] D 2439 Sign Here
DJ413s [lsa0s Clesor [Clesiz (200 0r201m) Classe  [lassa Remember to keep a copy of this form for your records.
D or [otner (spacify: 14 Undk alties of | declare that | have filad iginal ratui d that | h ed thi ded retum, includi i
nder penalties of perjury, eclare ave an onigir: m - an ave examin is amen: m, including accompanying
15 Total amount paid with request for extension of time to file, tax paid with original retum, and additional schedules and statements, and to the bast of my knowledge and balief, this amended ratum is true, corract, and complete. Declaration of preparar
tax paid after retum was filed . . . 15 {ather than taxpayer) is based on all information about which the preparer has any knowledge.
16 Total payments. Add lines 11 through 5 . . 16 » »
Refund or Amount You Owe (Note. Alfow 8-12 weeks l‘o process Form foqoxj Your signaturs Dats Spouse's signaturs. If = joint retum, both must sign Dats
17  Overpayment, if any, as shown on original return or as previously adjusted by the IRS. . . . . . 17 Paid Preparer Use Only
18  Subfract line 17 from line 16 (If less than zero, see instructions) . . . e 18
19 Amount you owe. If ling 10, column C, is more than line 18, enter the dlﬁerence P 19 Preparer’s signaturs Date Firm's name (or yours if self-employed),
20 Ifline 10, column C, is less than line 18, enter the difference. This is the amount mrarpald on this retum | 20
21 Amount of line 20 you want refunded toyou . . . T 21 Print/type preparer's name Firm's address and ZIP code
22 Amount of line 20 you want applied to your (enter year): tax . |22| [ check if seif-empioy
Complete and sign this form on Page 2. PTIN Phone number EN
For Paperwork Reduction Act Notice, ses instructions. Gat. No. 113601 Form 1040X Rev. 12-2013)  For forms and publications, visit IRS.gov. Form 1040X Rev. 12-2013)

9



YIRS Form 1040x

Use Part lIl on the back to explain any changes

Income and Deductions

1

Adjusted gross income. |f net operating loss (NOL) carryback is
included, checkhere . . . . . . . . . . . . . .. >
ltemized deductions or standard deduction . . . . . . . . .

Subtract line 2 from line 1

Exemptions. If changing, complete Part | on page 2 and enter the
amountfromline28 . . . . . . . . . . . . . . . ..

Taxable income. Subtract line4 fromline3. . . . . . . . . .

10

A. Original amount
or as previously
adjusted
(see instructions)

B. Net change—
amount of increase
or ﬁdecrease}—
explain in Part ll

34y

C. Correct
amount




YIRS Form 1040x

Department of the Tressury—Internal Revenus Servics

Amended U.S. Individual Income Tax Return
» Information about Form 1040X and its separate i il

£1040X

(Rev. December 2013)

OMB MNo. 1545-0074

is at www.irs.

This return is for calendar year [ 12012 [J2c12 [J2011  [Cl2010

Other year. Enter one: calendar year or fiscal year (month and year ended):

Your first name and intial Last name Your social security number

H & joint retumn, spouse’s first name and initial Last name Spouse’s social security number

Home address (number and streat). 1f you have a P.O. box, see instructions. Apt. no.

Your phone number

Gity, town or post office, stats, and ZIP code. H you have a forsign address, alsa complete spaces below (ses instructions)

Foreign country nams Forsign province/stats/county

Forsign postal code

Amended return filing status. You must check one box even if you ars not changing your filing status.
Caution. In general, you cannot change your filing status from joint to separate retums after the due date.

Form 1040X (Rev. 12-2013)

Page 2

m Exemptions

Complete this part only if you are increasing or decreasing the number of exemptions (personal and dependents) claimed on line 6d of

the retumn you are amending.

& Original number|
. i of exemptions. or C. Correct
See Form 1040 or Form 1040A instructions and Form 1040X instructions. amount reporied or [ B. Net change number
as prjig[uua?y or amount
23 Yourself and spouse. Caution. If someone can claim you as a
dependent, you cannot claim an exemption for yourself . . 23
24 Your dependent children whe lived with you . 24 .
25  Your dependent children who did not live with you due to dlmrceorseparatlon 25 EXe m ptl O n S
26 Other dependents . . 26
27  Total number of exemptlons Add Imes 23 lnrough 26 27
28 Muitiply the number of exemptions claimed on line 27 by the 1
amount shown in the instructions for line 28 for the year you are |
amending. Enter the result here and on line 4 on page 1 of this form. 28
29 List ALL dependents (children and others) claimed on this amended retum. If more than 4 dependents, see instructions.

(b) Dependant's social
security number

(c) Dependent’s

Last name relationship to you

{a) First name.

{d) Check box if qualifying
child for child tax cradit (see
instructions)

Presidential Election Campaign Fund

hecking below will not increase your tax or reduce your refund.
[ 1 Check here if you did not previously want $3 to go to the fund, but now do.

1 Check here if this is a joint return and your spouse did not previously want $3 to ge to the fund, but now doss.

of In the space provided below, tell us why you are filing Form 10403

- Attach any supporting documents and new or changed forms and schedules.

Explanation of Changes

O singls [ Married filing jointly [ Married filing separataly
[ Guali ing widow(ar) [] Head of housshold (If the ing person is a child but not your dependent, see instructions.)
Use Part Ill on the back to explain any changes A Onginal smount| B Netcheng=— | ¢ comest
usted or ([decrease)}— amount
Income and Deductions |s=s instructions) | explain in Part lIl
1 Adjusted gross income. If net operating loss (NOL) carryback is
included, check here . . . 0 ;(
2 ltemized deductions or standard deduction . . . . . . . . . | 2 |
3  Subftract line 2 from line 1 3
4 B> 1s. I Partlnn page2and elﬂar the Taxable Income
amount fromline 28 . . . . N
5 Taxable income. Subtract line 4 from Ilne 3 e e e e e 5 N\
Tax Liability |
6 Tax. Enter method used to figure tax (see instructions):
(]
7 Credits. If general business credit camyback is included, check
here. w7 | T t I T
8  Subtract line 7 from line 6. If the result s zero or Iess enter -0- | 8 | O a aX
9 Othertaxes . . . 9|
10 Total tax. Add lines 8 and 9 . 10 N\
Payments
11 Federal income tax withheld and excess social security and tier 1 RRTA
tax withheld (if changing, see instructions) . |11 |~
12  Estimated tax payments, mc\udlng amount applled from prior year’s
retum . . . | 12 |
13  Eamed income credlt (EIC) 13
14  Refundable credits from Schedule(s) []&812 or D M or Fnrm(s) I:l 2439 | TOtaI P aym e n tS
[J413s [Cls405 [Jesor [Cles12 20100r2011) [Issaa  [ses3
[J8s8s or [lother (spacify): 14 [\
15  Total amount paid with request for extension of time to file, tax paid with original retum, and additional |
tax paid after retum was filed 15
16 Total payments. Add lines 11 through 15

ign Here
emember to keep a copy of this form for your records.

Under penalfties of perjury, | declare that | have filed an original return and that | have examined this amended retum, including accompanying
schedules and statements, and to the best of my knowledge and belief, this amended retumn is true, correct, and complete. Declaration of preparer

{other than taxpayer) is based on all information about which the praparer has any knowledgs.

2

Refund or Amount You Owe (Note. Allow 8-12 weeks l‘o p.rocess — Date Spouss's signature. If a joint retum, both must sign D=
47  Overpayment, if any, as shown on original retum or as previously b,
18  Subtract line 17 from line 16 (If less than zero, see Instructions) Am ou nt YO u Owe or reparer Use Only
19  Amount you owe. If ine 10, column C, is more than line 18, enter the| r's signature Date Firm's name (or yours ff self-employed)
20  Ifline 10, column C, is less than line 18, enter the difference. This |
21 Amount of line 20 you want refunded to you R efu n d S [Pe preparer's name Firm's address and ZIP code
22  Amount of line 20 you want applied to your {enter yeaﬂ ] Check it ssif-employed

e

Fhone number

EIN

For Paperwork Reduction Act Notice, see instructions. Cat. No. 11360L

11
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Form 1040X Rev. 12-2013)

For forms and publications, visit IRS.gov.

Form 1040X (Fev. 12-2013)



@IRS Examined Return

*A tax return is examined for the Closed Examined Form 1040s, from
accuracy of reported income, Tax Year 2013, by Fiscal Year

) 600,000
expenses and credits. .,
- Selection of returns is based on a % 500,000 o1
computerized screening, random g
sample, an income document g 00
matching program or as the result 5
. . . ) = 300,000
of information given by a third é 26%
party' = 200,000
«Audited returns can extend to returns o
filed within the last three years and up "%
. . . 3%
to six years (if substantial errors are _ I REL
|dent|f|ed) 2014 2015 2016 2017 2018 2019
' Fiscal Year (in which Tax Year 2013 Returns were
closed in)

*Audit lengths vary.

12 Sources: https://www.irs.gov/publications/p556 ; https://www.irs.gov/businesses/small-businesses-self-employed/irs-
audits#far-back



https://www.irs.gov/publications/p556
https://www.irs.gov/businesses/small-businesses-self-employed/irs-audits#far-back

@IRS Data

* Source: Compliance Data Warehouse

« Additional Cleaning: Removed invalid SSNs and duplicates, etc.

 Limitations and Complications

1. Lack of data on Form 1040X
 Loss of information due to aggregation on the form
2. Lack of Form 1040X data on the Master File

« Lack of access to line item data on Form 1040X
« Cannot isolate tax changes due to amended returns
3. Margin for human error due to paper-filing

13



@IRS Results for Tax Year 2013

e Population Data from the Master File
 146.83 million Form 1040s Filed
« 3.32 million Form 1040Xs Filed (2.26 percent)

« 930,841 Individual Returns were Examined (0.63
percent)

14



@I Tax Adjustments for Tax Year 2013

(Population Data from the Master File)

 Amended Returns

 Tax Increase: $2.53 billion
« Tax Decrease: -$4.64 billion
« Net Amount: -$2.11 billion

« Examinations
« Total Recommended Additional Tax: $7.76 billion
« Total Recommended Decrease in Taxes: -$699.33 million
* Net Amount: $7.06 billion

e Total Amount of Taxes Collected from Tax Year 2013: $1.3 trillion

15



@I Tax Adjustments for Tax Year 2013

(Population Data from the Master File)

 Amended Returns

 Tax Increase: $2.53 billion
« Tax Decrease: -$4.64 billion

* Net Amount: -$2.11 billion > 0.16 percent decrease

« Examinations
« Total Recommended Additional Tax: $7.76 billion
« Total Recommended Decrease in Taxes: -$699.33 million
 Net Amount: $7.06 billion :> 0.54 percent increase

e Total Amount of Taxes Collected from Tax Year 2013: $1.3 trillion

16



@IRS Effect on SOI's Products

e Weighted SOI Individual Sample (Estimates)
 142.85 million Form 1040s Filed
¢ 3.21 million Form 1040Xs Filed (2.25 percent)

¢ 829,246 Individual Returns were Examined (0.58
percent)

17



@I Tax Adjustments for Tax Year 2013
(Data from the Weighted SOI Sample)

 Amended Returns

 Tax Increase: $2.52 billion
 Tax Decrease: -$4.56 billion
« Net Amount: -$2.04 billion

« Examinations
» Total Recommended Additional Tax: $5.03 billion
« Total Recommended Decrease in Taxes: -$646.22 million
* Net Amount: $4.38 billion

e Total Amount of Taxes Collected from Tax Year 2013: $1.3 trillion

18



@I Tax Adjustments for Tax Year 2013
(Data from the Weighted SOI Sample)

 Amended Returns

 Tax Increase: $2.52 billion
 Tax Decrease: -$4.56 billion

* Net Amount: -$2.04 billion > 0.16 percent decrease

« Examinations
» Total Recommended Additional Tax: $5.03 billion
« Total Recommended Decrease in Taxes: -$646.22 million
 Net Amount: $4.38 billion :> 0.34 percent increase

e Total Amount of Taxes Collected from Tax Year 2013: $1.3 trillion

19



@I Profile of Amended Return Filers
(SOI's Weighted Sample for Tax Year 2013)

FiIing Status of Taxpayers
60%

53% Key:
-~ Dark Green (Red) Arrow: Increase (decrease)
0 .
5% of at least 0.5 percentage points.
40% Light Green ( ) Arrow: Increase
0, .
£ 33% 34/" (decrease) of less than 0.5 percentage points.
S 30%
o
20% 17%
1%
10%
0
2% 9 00/
0o mm I 0% 0%
Single Married Filing Jointly  Married Filing Non- Head of Household Widow
Jointly
Filing Status

B Taxpayers  mTaxpayers who filed Form 1040X
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@I Profile of Amended Return Filers
(SOI's Weighted Sample for Tax Year 2013)

Age of Taxpayers

25%

0%
20% 19%
18%17% 18% 18% 18% 19% 22
13% 3%

15%
10%
7@6w
% 4%
3 /o 20/ I I 3%
0%

Under 20 20 under 30 30 under 40 40 under50 50 under 60 60 under 70 70 under 80 80 and older
Years of Age

Percent

mTaxpayers  ®Taxpayers who filed Form 1040X
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@I Profile of Amended Return Filers
(SOI's Weighted Sample for Tax Year 2013)

AGI of Single, Married Filing Non-Jointly,
Head of Household and Widowed Taxpayers

30%
f
25%

50%

AGI of Married Filing Jointly Taxpayers

40%

30%

0,
20% 10%
10% ' ' ' 5% I
il =B 0%

Percent

0% -" S @
SN e & e S N
P L S K & oS @Q '\@9 S QQQ <
F &£ LSS s S G I O N
P R N AR - S SN S
g & & & &S R g & S
S & & ¢ & & SN &S
N O Q Q0
N Q Q O N 0 Sy \) \) Q Q S
s & & © & s & & & S
SN P S e

Adjusted Gross Income Adjusted Gross Income

B Taxpayers ®Taxpayers w/Form 1040X W Taxpayers ~WTaxpayers w/Form 1040X

22



@IRS Profile of Examined Taxpayers

(SOI's Weighted Sample for Tax Year 2013)

Filing Status of Taxpayers

60% t
53%
50% 49%
40%
= 33%
o
(@] 0,
o 30% 6%
o 3%
20%
11%
10% ﬂ
2% 2%
00 e 0% 0%
0
Single Married Filing Jointly ~ Married Filing Non-  Head of Household Widow
Jointly
Filing Status

mTaxpayers ®Examined Taxpayers
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SRS

Profile of Examined Taxpayers
(SOI's Weighted Sample for Tax Year 2013)

Percent

25%

20%

15%

10%

5%

0%

24

Under 20

3%
1%

21‘V

s./l

20 under 30 30 under 40 40 under 50 50 under 60 60 under 70 70 under 80 80 and older

B Taxpayers

Age of Taxpayers

3%

18°/|

18%|

22%

Years of Age

®m Examined Taxpayers
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21%

13%

|9%
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@IRS Profile of Examined Taxpayers
(SOI's Weighted Sample for Tax Year 2013)

AGlI of Single, Married Filing Non- AGI of Married Filing Jointly
Jointly, Head of Household and Taxpayers
Widowed Taxpayers
35%
80%
t 30%
70%
60% 25%
= 50% 5 20% l
o o
S 40% 8 15%
o 0,
30% 10%
20%
10% 5%
0% == B Em = _._ 0%
N Q Q Q Q Q Q Q Q
s O & & & L S & & & &
E P S & S S Qéé R NP RO A
NP S D & be}c& & & QQQO
(4) (4)
& & & & e & & & & &
KR R ORS &£ o S
CANIINS QN
Adjusted Gross income Adjusted Gross Income
m Taxpayers ®Examined Taxpayers m Taxpayers ™ Examined Taxpayers
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@IRS Conclusions

« Amended and audited returns appear to have an effect on the population data
although it is very small especially in the context of overall taxes.

« 2.26 percent of individual returns were amended.

* 0.63 percent of individual returns were examined.

« The effect of including amended and audited returns on the SOI’'s individual
sample is very close to the effect on the population data.

« 2.25 percent of individual returns were amended.

* 0.58 percent of individual returns were examined.

« Trends with Amended Return Filers and Examined Taxpayers

26



SRS

Corporate Post-Filing
Adjustments

27



@IRS Overview

Forms 1120X, Amended Corporate Income Tax Returns, are
corrections to Form 1120 returns that can either be
overassessments (taxpayer is due a refund) of tax or
underassessments of tax (taxpayer owes tax).

The goal of this project is to identify the impact of the
changes reported by the Form 1120X on SOI estimates.

28



@IRS Overview

Corporations file Form 1120X to

claim different types of refunds

file protective claims to extend the statute of
limitations

request abatements of unpaid tax, interest, and
penalties




@IRS Overview

Form 1120X Statutory Period of Limitation:

Form 1120X must be filed within 3 years after the date the
corporation filed its original return or within 2 years after the
date the corporation paid the tax (if filing a claim for a refund),
whichever is later.

A Form 1120X based on a bad debt or worthless security must
be filed within 7 years after the due date of the return for the
tax year in which the debt or security became worthless.

30



@IRS Other Statistics

Publication 6186

Calendar Year Projections for the United States and IRS
Campuses: https://www.irs.gov/pub/irs-soi/p6186.pdf

Processing Year 2013

’\ F1120X10

| F1120%11 |

-

31

| F1120X°12

———

F1120X
Processed
in 2013



https://www.irs.gov/pub/irs-soi/p6186.pdf

@IRS Research Focus

e Corporations that filed a Form 1120X after a
Form 1120

 For SOl year 2013

* Between the accounting period ending July
2013 through June 2014

July 2013 Jun 2014
o [ @
SOl YEAR
2013

* Earliest SOI year, given the long time period of
filing for an amendment

32



@IRS Research Focus

Form 1120X corresponding to SOl year 2013
can be filed in the following years:

2014

2015

33



SRS

Form 1120X can be e-filed and paper-filed.

E-filed and Paper-filed Form 1120X and Form 1120

Form 1120X Form 1120
- E-filed =~ Paper Filed




SRS

e Filing procedures vary based on type of Form
1120, type of claim or correction, amount, etc.

e Amendment processing involves multiple IRS
offices that follow different internal requirements
based on the Form 1120 series filed

e Amended returns processing procedures differ
from an original Form 1120 return filing

35



@IRS Matching Process

OMB No. 1545-0123

Form 1 1201 Amended U.S. Corporation Income Tax Retumn
Fiiey. Mcarirmbesr 2016
»

D purrarmesl of P Treasary
imiernal Reveris Servica ¥ Infermation about Form 11208 and its irsbructions is of wewirs gov o ] T30

| Hare | Emior,
Flease
Type | Number, sbest, and soom of sele no. I a PO, b, 5o nstuctons.
o
PrML [ Gty or town, state. and 2 code | Ty
1 120 L.S. Corporation Income Tax Re
Foen For calendas year 2008 of tax year begimning « DO, endigg
Hm‘mﬂi&ﬁ ¥ Fﬁntﬂm_h.irﬂ-wﬁaﬂrﬂimfurmﬂuﬂ:lmm-I
A Cheech i M
ia Cormoliciated retum

e Foar— B0 L
TYPE Fusmilsisr, Sirasel, ared eoom oo Saile o [ o (P00 Beson, Seled irsStrosc s

b LPenonile congo-
Autes ratarn . . || DR

2 Permcnal hoiding &5 PRINT
fatimch Sch. PHI . [ Gty o bovwen, slaie oF pEossnos, coundny, snd JP oo foeespn postal oo

3 Femoral perecs corp.

g R — — —
# Sk W3 oFacked E Chech il 1) | | Initsl retrn {3 [ | Ferl retumn (=] |_l-.|.-|--:|-|.-|.'- (2] —lﬁ:l-:l'---:l'unr

1a Geoss receiplts or sales
b Returng end allpvwances .
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@IRS Preliminary Results

Form 1120X filing (For SOI Year 2013)

Master File Weighted SOI Sample
Population Data (estimates)
Total number of Form 1120X 9.4 8.2
filed (in thousands)
Percentage of Form 1120 0.52% 0.46%
amended by filing Form
1120X
Tax Adjustment (in millions)* -$78.9 -$87.7

e Total Amount of Taxes Collected, Form 1120, SOI Year 2013:
$282 hillion

*These numbers are preliminary and the data needs more work on isolation of amendment amounts and of
superseded returns and protective claims
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@IRS ggﬁnggﬁsﬁg of Master File Population and

When we compare the population data and weighted
estimates from SOl sample, we have two conclusions:

 The two percentages are close and very small

 The tax adjustments are similar and very trivial compared
to total tax collected amount
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(RS L120X Filing Dates Relative to the
Original 1120 Filing

Number of Form 1120X

84 10

Within 1st year of Within 2nd year of Within 3rd year of Within 4th year of 4 years or more of
1120 filing 1120 filing 1120 filing 1120 filing 1120 filing
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@IRS Industry Distribution of Corporations
Amended for SOI year 2013

Percentages of Returns Associated with Form 1120X (by Industry)
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indy1

		number of returns in sample		number of returns having 1120X		Industry		percentage of returns having 1120x		Percentages of Returns Associated by Form 1120X (by Industry)

		49,493		176		Agriculture, Forestry, Fishing and Hunting		0.35486711		0.35%

		11,227		42		Mining, Quarrying and Oil and Gas Extraction		0.373018537		0.37%

		3,899		7		Utilities		0.177688157		0.18%

		150,367		728		Construction		0.484262958		0.48%

		84,338		1,211		Manufacturing		1.435840536		1.44%

		140,892		1,129		Wholesale Trade		0.801672364		0.80%

		166,189		814		Retail Trade		0.489785877		0.49%

		67,283		28		Transportation and Warehousing		0.0409708		0.04%

		48,268		507		Information		1.051359179		1.05%

		51,837		240		Finance and Insurance		0.463261702		0.46%

		170,939		255		Real Estate and Rental and Leasing		0.149172536		0.15%

		198,318		1,138		Professional, Scientific, and Technical Services		0.573798699		0.57%

		25,352		430		Management of Companies and Enterprises		1.696969231		1.70%

		73,548		125		Administrative and Support and Waste Management and Remediation Services		0.170395949		0.17%

		12,734		26		Educational Services		0.202680119		0.20%

		102,953		675		Health Care and Social Assistance		0.655277688		0.66%

		31,231		98		Arts, Entertainment, and Recreation		0.31453018		0.31%

		74,577		155		Accommodation and Food Services		0.207923079		0.21%

		119,364		447		Other Services(except Public Administration)		0.374467162		0.37%
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@IRS Industry Distribution of Corporations
Amended for SOI year 2013
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@IRS Asset Distribution of Corporations
Amended for SOI year 2013

Percentages of Returns
Associated with 1120X (by Assets,
in millions dollars)




YIRS  study of Audits

Scope: Form 1120 Series

* We excluded Form 1120S and 1120F to align with the
amendment part of this project

Goal: Identify the effect of audits on 1120 SOI Sample
Statistics

*We are limited to tax changes
*No line item change
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@IRS Other Statistics on Examinations

IRS Databook 2014
* Returns examined In fiscal Year 2014

Our focus Is returns that are filed for SOI
year 2013 and examined in IRS offices.

*\WWe do not consider the timing of an
examination
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@IRS Examination in Master File Level
Population Data

Returns filed For SOl year 2013 and examined in IRS Offices

Recommended Tax Number of Returns (in Dollar Amount of Tax
Change thousands) Change (in billions)
Tax Increase 8.2 $5.4

Tax Decrease 1.2 -$2.1

No Change 8.1 -

TOTAL 17.5 $3.3
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@IRS Examination in SOl sample

 For SOl year 2013, there were an estimated
1.6 million Form 1120 returns in the SOI
corporation sampling frame

 The weighted SOI sample contains 12.9
thousand examined Form 1120 returns

e 0.79% of the SOI sample Is examined
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@IRS Egﬁ]rgilgation estimates from SOl

* Those examinations resulted in (estimated):

Returns in SOl Sample and examined in IRS Offices

Recommended Tax Number of Returns (in Dollar Amount of Tax
Change thousands) Change (in billions)
Tax Increase 5.3 $4.9

Tax Decrease 1.3 -$2.0

No Change 6.3 -

TOTAL 12.9 $2.9
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@IRS Industry Distribution of Corporations
Examined for SOl year 2013

Percentages of Returns Examined in SOl Sample (by Industry)
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		counts_examinedsample		counts_examined		Industry		percentage		Percentaged of Returns Examined (by Industry)

		49,291		408		Agriculture, Forestry, Fishing and Hunting		0.827737315		0.83%

		11,302		138		Mining, Quarrying and Oil and Gas Extraction		1.221022828		1.22%

		3,919		63		Utilities		1.607552947		1.61%

		150,580		794		Construction		0.527294461		0.53%

		84,318		1,584		Manufacturing		1.878602434		1.88%

		141,078		1,158		Wholesale Trade		0.820822524		0.82%

		166,260		1,981		Retail Trade		1.191507278		1.19%

		67,245		545		Transportation and Warehousing		0.81046918		0.81%

		48,335		245		Information		0.506879073		0.51%

		80,566		802		Finance and Insurance		0.995457141		1.00%

		172,814		297		Real Estate and Rental and Leasing		0.171861076		0.17%

		198,379		998		Professional, Scientific, and Technical Services		0.503077443		0.50%

		25,364		263		Management of Companies and Enterprises		1.036902697		1.04%

		73,587		232		Administrative and Support and Waste Management and Remediation Services		0.315273078		0.32%

		12,720		286		Educational Services		2.248427673		2.25%

		102,913		544		Health Care and Social Assistance		0.528601829		0.53%

		31,252		297		Arts, Entertainment, and Recreation		0.950339178		0.95%

		74,671		1,275		Accommodation and Food Services		1.70749019		1.71%

		119,336		915		Other Services(except Public Administration		0.766742643		0.77%
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@IRS Industry Distribution of Corporations
Examined for SOl year 2013

Percentages of Returns Examined in SOl Sample (by Industry)
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@IRS Asset Distribution of Examined Form
1120 in SOI Sample

Percentages of Examined Form 1120 in SOl Sample( by

Assets)
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		counts_AR_asset		counts_sample_asset		Asset Distribution		Percentage of Examined Form 1120 (in SOI Sample, by Asset)		Percentages of Examined Form 1120 in SOI Sample( by Assets)

		1,855		279,131		Zero or less		0.664562517		0.66%

		1,959		590,685		1 thru 99,999		0.331648848		0.33%

		1,304		213,551		100,000 thru 249,999		0.61062697		0.61%

		1,269		158,634		250,000 thru 499,999		0.799954613		0.80%

		856		126,590		500,000 thru 999,999		0.676198752		0.68%

		1,083		153,179		1,000,000 thru 4,999,999		0.707015975		0.71%

		371		28,416		5,000,000 thru 9,999,999		1.305602477		1.31%

		836		22,754		10,000,000 thru 24,999,999		3.674079283		3.67%

		409		10,748		25,000,000 thru 49,999,999		3.805359137		3.81%

		680		7,636		50,000,000 thru 99,999,999		8.905185961		8.91%

		644		7,786		100,000,000 thru 249,999,999		8.271256101		8.27%

		432		4,775		250,000,000 thru 499,999,999		9.047120419		9.05%

		301		3,518		500,000,000 thru 999,999,999		8.555997726		8.56%

		289		3,249		1,000,000,000 thru 2,499,999,999		8.895044629		8.90%

		537		3,278		2,500,000,000 or more		16.381940207		16.38%
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@IRS Filing Method of Examined Form 1120

E-filed and Paper Filed Form 1120 and Examined Form 1120

Form 1120 Examined Form 1120

~ E-filed * Paper Filed
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		Form 1120		Form 1120

		Examined Form 1120		Examined Form 1120



E-filed

Paper Filed
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		Filing Type		counts_sample_filing_unweighted		percentage_sample_filing_unweighted		counts_1120x_filing_population		Form 1120X		percentage_1120x_filing_unweighted		counts_1120x_filing_unweighted		percentage_1120x_filing_unweighted		counts_sample_filing_weighted		Form 1120		Examined Form 1120		counts_1120x_filing_weighted		percentage_1120x_filing_weighted

		E-filed		47379		84.2203498294		7186		76%				698		96.1432506887		1104812.2299998		70%		79%		7708.7856		92.8853740796

		Paper Filed		8877		15.7796501706		2213		24%				28		3.8567493113		477996.890000007		30%		21%		590.4603		7.1146259204

		Total		56256		100		9399		100%				726		100		1582809.11999981		100%		100%		8299.2459		100

								Jul-13

								Jun-14
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@IRS Conclusion

Studying Form 1120Xs is a limited way of
researching amended corporation returns.

* Our Form 1120X filing study shows that an insignificant
percentage of Form 1120 filing in SOl Sample would be affected
(0.46%)

 The money amount effect of that would be small, estimated at
$87.7 million net reduction in taxes.

« Some ambiguity still exists, especially with respect to the tax
amount change and superseded returns.
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@IRS Conclusion

53

Amended corporation returns are complex due to:

Filing procedures vary based on type of Form 1120, type
of claim or correction, time of filing claim, etc.

There are multiple ways of processing different forms
The data spread among several databases
SOl year differs from fiscal year

Data is subject to human error




@IRS Conclusion
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Examination results are preliminary and more
research can be done

A small percentage of returns in SOl sample was audited
(approximately 0.79%)

Those returns cause considerably minor tax amount change in
SOl sample (approximately, $2.9 billion net tax increase)

We do not know whether the recommended tax change is
implemented or not



SRS

Overall
Conclusions
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@IRS Overall Conclusions

e Challenges to this study

« Aggregation on Forms 1040X and 1120X
* Limited data availability

 Answer to our Research Question: Amended and audited
returns constitute a small percentage of the population and
result in a relatively small change to taxes.

 Profile of Amended Return Filers and Audited Returns
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Questions
and
Comments
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@IRS Research Group Members

SOl Branch

Derrick Dennis
Jennifer Ferris
Chloe Gagin

Tuba Ozer-Gurbuz
Julia Shiller
Christopher Williams
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Statistical Services

Individual & Tax Exempt

Corporation, Partnership, & International
Corporation, Partnership, & International
Corporation, Partnership, & International
Individual & Tax Exempt
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